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Report to our Shareholders and Employees 


GENERAL - 1972 

We are proud of the results that Lucky produced 
in 1972. New highs were reached in sales of almost 
$2 billion and earnings were maintained at essentially 
the same level as last year’s record performance, 
despite unfavorable business conditions. 

Sales $ 1,988,376,000 - up 11% 

Earnings 30,500,000 - down 1% 

Per Share .97 . down 2% 

Per Share Diluted .95 . down 1% 

For the thirteenth consecutive year, a three 
percent stock dividend was issued. The present 
quarterly cash dividend rate is I2 l /i cents per common 
share. 

In 1972, Lucky’s earnings were significantly 
affected by the inflexibility of Price Stabilization 
regulations. These regulations placed a maximum 
gross profit margin on all merchandise, while per¬ 
mitting wages and other operating expenses to 
rise. Our gross profit margins remained essentially 
the same; consequently, earnings were affected ad¬ 
versely. 

The food and department store industries have 
always been very competitive. This is expected and 
Lucky has always successfully produced outstanding 
results in such a competitive operating climate. In 
1972 however, competition became extreme as con¬ 


trols denied merchants their usual price flexibility, 
and intense efforts to achieve increased sales volume 
became the only possible way to cover increased 
operating costs. These conditions put a strait jacket 
on our merchandising efforts. We chose the prudent 
long-range approach to the problem. We remained 
highly competitive and sustained our strong com¬ 
parable sales base (now about $4.2 million per food 
unit; about $13 million per department store). We 
did not take the maximum gross profits permitted 
because, in the long run, our sales base was more 
important. 

This strong price competition affected the re¬ 
sults of some new stores. A few were below our 
expectations, but in those instances our acceptance 
is growing as the customer realizes that our “One 
Low Price - No Specials - No Below Cost Selling” 
approach is truly a fact. Time will solve these few 
problems. 

Phase III has provided some greater flexibility 
in pricing. Some regulations are still inappropriate 
for the food industry, but we are cautiously op¬ 
timistic that the Cost of Living Council will recognize 
the wisdom of realistic modifications of these rules. 

If there are to be such controls, the most that is 
needed in the retail industry is a limitation of the 
rate of pretax profit to that realized historically by 
the respective retailers. Competition will always 
keep food and department store prices at substan¬ 
tially the lowest level compatible with producing 
the reasonable profits necessary to attract investment. 1 







This investment, in turn, makes possible the ex¬ 
pansion essential to continued service to customers. 

Food chain stock values on the New York and 
American Stock Exchanges dropped about $1 billion 
in 1972. Lucky’s stock price suffered along with the 
rest of the industry. Yet, Lucky is stronger today 
than at any other time in its history. Our merchan¬ 
dising program is sound; our sab's base allows us to 
better overcome increased costs; our people are well 
qualified. 

We completed construction on the following: 

Major 217,000 square foot addition to the Milan, 
Illinois distribution facility. 

— Enlargement of the meat processing plant in 
Buena Park, California. 

— Enlargement of the bakeries in Buena Park and 
San Leandro, California. 

— New 25,000 square foot produce distribution 
facility in Phoenix, Arizona. 

New 81,000 and 73,000 square foot automotive 
warehouses in San Diego and San Jose, California, 
now serving our retail automotive stores in South¬ 
ern and Northern California. 

— New 20,000 square foot addition to the Tupelo, 
Mississippi warehousing facility. 

In addition: 

The purchase of 141.000 square feet of ware¬ 
house space immediately adjacent to the Buena 
Park facility. 

— The start of construction on a 45,000 square foot 
ice cream plant in Buena Park which, when 
completed in the fall of 1973, will supply product 
to our California stores. 

Our total warehousing facilities were increased 
by about 650,000 square feet. The opening of 55 
new stores added 1.5 million square feet of store 
area to the company (net of closing 15 stores and 
selling 35 apparel stores). We spent $39.2 million 
refurbishing older stores, enlarging service facilities 
and building new stores. 

During the year. Lucky acquired Thurmond 
Chemicals, Inc. (now T-Chem Products). This 
facility is now producing private label products 
(liquid bleach, cleansers, and other household items) 
for our California, Arizona, and Nevada stores. We 
also added to the Automotive Division with the 
merger of Evans Automotive Supply, Inc., San 
Diego, California. 

We completed the reorganization of Lucky into 
three regions - Northern, Southern, and Midwestern - 
and two divisions - Fabric and Automotive. Each 
region is under the direction of a Vice President who 


is responsible' for the profitable operation of all 
stores and distribution facilities (except fabric and 
automotive) within his region’s geographic area. 
The Fabric and Automotive Divisions are directed 
by Vice Presidents, who are' responsible for their 
types of operations wherever located. 

The Northern and Southern Regions and the 
Fabric Division are the responsibility of James L. 
Stell, Executive Vice President. The* Midwestern 
Region, Automotive Division, and manufacturing 
facilities are the responsibility of S. Donley Ritchey, 
Senior Vice President. All financial and accounting 
functions are the responsibility of Ivan Owen, Senior 
Vice President —Finance. Each of these senior offi¬ 
cers reports to the President. 

Our position continues to strengthen in Hous¬ 
ton, Texas, where we opened two department stores 
and two discount centers. Although Texas oper¬ 
ations did not produce normal results in 1972 
because of the costs involved in new store develop¬ 
ment, we believe the long-range possibilities are 
outstanding and we will continue our expansion 
there. 

All automotive operations were combined into 
one division and warehousing was consolidated. We 
opened four new stores in addition to seven tire- 
battery-accessory departments in our department 
































stores. We plan to build automotive centers of 
8,000 square feet, which will combine a tire-battery- 
accessory operation with a retail parts store at 
one sib*. The retail lire* business was very competitive 
as major manufacturers vied for a large share of 
tin* steel belted radial tin* market. 

We opened 17 fabric stores and expanded our 
warehousing facilities in Tupelo, Mississippi. Total 
fabric sales were stronger in 1972, although the 
severe decline in costs of polyester knits caused 
competitive reactions which affected certain com¬ 
parable store sales. We now operate 96 fabric stores 
in 18 states. 

Both the Fabric and Automotive Divisions 
made substantial contributions to Lucky’s earnings 
in 1971 and 1972. 

We an* testing electronic data input devices 
in two stores as replacements for cash registers. 
Eventually, the implementation of the food indus¬ 
try’s Universal Product Code and these new electronic 
cash registers will create efficiencies at food store 
level. It is expected that several years will pass before 
full savings can be realized. 

In 1972, our food units (supermarkets, discount 
centers, food departments in department stores) 
produced 82 percent of company sales and 62 
percent of company pre-tax earnings. Our other 
operations (department stores, drug stores, fabric 


stores, automotive operations, and T-Chem) produced 
18 percent of sales and 38 percent of the pre-iax 
earnings. A schedule showing the comparable results 
for the last five years is in the section covering 
Capital & Financial. 

GENERAL - 1973 

We expect that our sales will increase 10 to 12 
percent, earnings will be satisfactory, and comparable 
store sales will increase five to seven percent. 

No changes are anticipated in our basic mer¬ 
chandising plans. Our food and department stores 
will continue their successful discount program which 
offers customers real value on quality merchandise 
every day. Fabric and automotive operations will 
continue the promotional merchandising format 
which has been so successful for them. 

We expect to open about 62 stores, continuing 
to emphasize discount centers and department stores. 
The breakdown by type of store is shown in the 
section covering Expansion. 

We will be using all of our merchandising skills 
to improve gross profit dollars within the guidelines 
of the Price Stabilization's Phase III program. We 
will continue to control expenses strictly, spending 
our dollars where sales and profits can be improved. 

Each year has the same familiar challenges and 
usually some unexpected new ones. As long as our 
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government regulates the economy, anything can 
happen and frequently does—but, we approach 1973 
with a sound sales base, a strong financial structure, 
a good operating team, and confidence in our col¬ 
lective ability to achieve record results. 

We appreciate the efforts of our 32,500 em¬ 
ployees who achieved very good results in a diffi¬ 
cult year. 

We thank our shareholders for their confidence 
and our Board of Directors for their guidance and 
counsel. 


CAPITAL & FINANCIAL 

FOURTH QUARTER RESULTS 

1972 1971 

(000 omitted other 
than per share) 



Chairman of the Board 


Sales . 

Earnings . 

Per Share. 

Per Share Diluted . . 


$552,662 $488,166 

10,679 9,711 

.34 .31* 

.33 .30* 


* Adjusted for a 3 percent stock dividend 


DIVIDENDS on common shares in 1972 were: 



Wayne H. Fisher 
President 


EARNINGS AND CASH DIVIDENDS 
PER SHARE COMMON SHARE * 

CASH 

10 YEARS 

EARNINGS 

DIVIDENDS 

1972 

$ .97 

$ .50 

1971 

.99 

.47 

1970 

.92 

.41 

1969 

.79 

.34 

1968 (53 Weeks) 

.58 

.28 

1967 

.49 

.19 

1966 

.33 

.17 

1965 

.29 

.13 

1964 (53 Weeks) 

.21 

.09 

1963 

.14 

.08 

^Years prior to 1972 adjusted for stock dividends and distributions 


March 28, 1972 
June 28, 1972 
July 22, 1972 
September 28, 1972 
December 28, 1972 


1 2Vi d Per Share 
1 2Vi d Per Share 
3% Stock Dividend 
1 2 l A d Per Share 
1 2Vz d Per Share 


Regular cash dividends were paid quarterly on 
the preferred and preference shares. 


...for every 
Wpurchase 
at Lucky... 

Farmers, Manufacturers, Distributors received . . $7.74 
Employees Received for Wages and Other Benefits 1.30 


Store Rent, Advertising, Shopping Bags, etc. take .43 

Painting, Repairing, Wear-and-Tear take.14 

City, State, Federal Taxes take.24 

Shareholders Received for Use of Their Funds . . .08 

Lucky Retained in Business to Pay Debts, Expand, 

Replace.07 


$ 10.00 

















CAPITAL EXPENDITURES 


DEBENTURES 


Estimated 
1972 1973 

(000 omitted) 

New Stores & Service Facilities $19,496 $16,600 

Existing Stores & Service Facilities 19,709 20,000 


TOTAL $39,205 $36,600 


During the year $1,854,000 of convertible 
debentures were converted into Lucky common 
shares, leaving a balance of $2,494,000 outstanding 
at year end. These debentures, in the original 
amount of $28 million, were issued in April 1968 
in the acquisition of the operations which now are 
a part of the Midwestern Region. 

EXPANSION 


REAL ESTATE SUBSIDIARIES 

Lucky’s wholly-owned real estate subsidiaries 
own properties, which are leased to Lucky, having an 
original cost of $55 million. These have been 
financed through various lending institutions with 
mortgages equal to the original investment. This 
permits us to own selected properties with no cash 
outlay and does not penalize earnings. 


ACQUISITIONS - 1972 

Thurmond Chemicals, Inc. 

Lucky exchanged 10,000 shares of $2.00 
Lucky convertible preference shares and 6,774 
Lucky common shares for all the outstanding 
stock of Thurmond Chemicals, Inc. (now called 
T-Chem Products). T-Chem manufactures, pack¬ 
ages, and markets liquid bleach, cleansers, and 
other household products, and has its headquarters 
and distribution facility in Pico Rivera, California. 


Evans Automotive Supply, Inc. 

Lucky exchanged 10,000 shares of $2.00 
Lucky convertible preference shares for all the 
outstanding stock of Evans Automotive Supply, 
Inc., engaged in warehouse distribution of auto¬ 
motive parts and supplies in San Diego, Cal¬ 
ifornia. 


We opened/closed the following stores: 


Approximate Size 

Per Store in 1972 Est. 1973 

Thousands Year 

of Sq. Ft. Open Close End Open Close 


Supermarkets 23 

Discount Centers 32 
Fabric 12 

Department 110 
Automotive 6 

Drug 12 

Sporting Goods 8 

Apparel 


TOTAL 

Total square feet 
of stores opened 
(net of closings) 

Total square feet of 
stores operated 
at year end 


3 4 244 2 11 

22 0 115 26 0 

17 2 96 20 0 

7 0 39 8 0 

4 1 39 62 

0 1 29 0 3 

1 0 4 0 0 

1 42* 0 00 


55 50 566 62 16 


1.5 million 1.8 million 


14.6 million 16.4 million 


* Includes the 4 leased apparel depart¬ 
ments which are still operating but 
will no longer be shown in store 
counts. 


SALES AND PRE-TAX EARNINGS - FOOD & OTHER OUTLETS (In Millions) 


SALES 

1972 

Amount % 

1971 

Amount % 

1970 

Amount % 

1969 

Amount % 

1968 

Amount % 

Food Units 
Other 

$1,630 82 

358 18 

$1,458 81 

336 19 

$ 1,307 83 

270 17 

$1,127 84 

208 16 

$ 924 86 

153 14 

TOTAL 

$1,988 100 

$1,794 100 

$1,577 100 

$1,335 100 

$1,077 100 

EARNINGS BEFORE TAXES AND EXTRAORDINARY ITEMS 




Amount % 

Amount % 

Amount % 

Amount % 

Amount % 

Food Units 
Other 

$ 35 62 

22 38 

$ 38 62 

23 38 

$ 38 67 

19 33 

$ 35 71 

14 29 

$ 23 68 

11 32 

TOTAL 

$ 57 100 

$ 61 100 

$ 57 100 

$ 49 100 

$ 34 100 































c Your Company?. 



Location 

Buena Park, California 
San Leandro, California 
Milan, Illinois 
Sacramento, California 
Phoenix, Arizona 


Location 

Pico Rivera, California 
Los Angeles, California 
Sail Francisco, California 
San Diego, California 
San Jose, California 
Tupelo, Mississippi 


SERVICE FACILITIES 


FOOD DISTRIBUTION CENTERS 


Land Buildings 

62 acres 1,150,000 sq. ft. 

65 acres 964,000 sq. ft. 

47 acres 766,000 sq. ft. 

3 acres 18,000 sq. ft. 

3 acres 25,000 sq. ft. 


NON-FOOD DISTRIBUTION CENTERS 


Type 

Soft Goods 

Appliances 

Appliances 

Automotive 

Automotive 

Fabric 


Size 

120,000 sq. ft. 
31,000 sq. ft. 
35,000 sq. ft. 
233,000 sq. ft. 
73,000 sq. ft. 
101,000 sq. ft. 


Stores Served 
141 
127 
125 
37 
23 


Stores Served 
173 
19 
11 

29 + wholesale 
53 + wholesale 
99 + wholesale 


Type 

Bakery 

Meat 

Dairy 

Delicatessen Packaging 
Household Chemicals 


MANUFACTURING - PROCESSING FACILITIES 


Buena Park, Ca. 
60,000 sq. ft. 
140,000 sq.ft. 
34,000 sq. ft. 


San Leandro, Ca. 
69,000 sq. ft. 
85,000 sq. ft. 
34,000 sq. ft. 
14,000 sq. ft. 


Pico Rivera, Ca. 
48,000 sq. ft. 


Dublin, Ca. 
37,000 sq. ft. 


Milan, Ill. 
49,000 sq. ft. 


Corporate Headquarters 
















Recently a United States Senator asked, "What is Lucky doing for the consumer?" 
We thought you would be interested in our reply - 


In response to your letter of February 5, 1973, we are pleased to be 
able to tell your committee of Lucky's merchandising programs which 
have, in our opinion, lowered the cost of food in every state in which 
Lucky operates. These voluntary programs are designed to satisfy the 
consumer need for practical shopping information in order to save food 
budget dollars through intelligent purchasing. 

LOW EVERYDAY PRICING 

In the early 1960's, Lucky initiated its Discount Pricing Program in 
Phoenix, Arizona. This concept, originated by Lucky, was designed to 
establish a fair price on all food items. It eliminated the "below cost" 
temporary sale of items for three to seven days which supermarkets 
heavily advertised weekly. Premium stamps for food that most major 
chains offered at that time were eliminated. Store hours were shortened. 
The cost of "give aways" and "games" was eliminated. Actually, the 
program was simply an effort to price all food items realistically; 
consequently, it was not necessary to price some items at very high 
margins to overcome the losses on coffee, detergents, etc., because Lucky 
did not sell below cost. 

By 1968, all Lucky and Eagle food stores were operating on this "one 
price - no special below cost" pricing concept. Sales increases 
demonstrated the high degree of consumer acceptance of this program. 
Gradually, other major food chains have changed their merchandising 
concepts in an attempt to duplicate Lucky's. 

On June 29, 1971, the Federal Trade Commission gave Lucky credit 
for saving consumers in the Washington, D.C. metro marketing area $40 
million a year. A copy of a published report of that FTC release is 
enclosed. We believe that the decline in average markups since 1965, 
which FTC says saved consumers nationally about $1 billion a year, 
largely resulted from Lucky's merchandising approach. 

We believe the Lucky Discount Food Program met, and continues to 
meet, the demands of the consumer for a realistic approach to food 
pricing. 

SINGLE UNIT PRICING 

Many food chains price their items in multiples (e.g., 4/89 i, 5/79tf, 
2/45tf) even today. Lucky recognized that the consumer could better 
evaluate and compare like items if all items were priced in single units. 
Today, and for several years, Lucky food items have a "single unit" price 
(subject to a few instances in which prices fixed by government or under 
fair trade laws require exceptions). 

GUARANTEED VALUE PER MEASURE 

This program is simple and meets consumer needs for information to 
compare the value of items when shopping. 

Lucky guarantees that, unless the larger size of an item is priced for 
less per unit (quart, pound etc.), we will identify the smaller size as a 
better value. (Lucky would prefer pricing the larger size at the lower unit 
price, without exception. However, manufacturer temporary allowances 
frequently apply only to the smaller size. When this happens our "cost 
per unit" is sometimes less on the smaller size. Lucky simply guarantees 
that if this occurs the customer will be told by point of sale material that 
the smaller size is the best value.) We believe this accomplishes the major 
objective of "unit pricing" without the added expense of maintaining a 
complete "unit price" program. 

This may be the proper time to express Lucky's opinion that 
mandatory "unit pricing" will add to the cost of food. We believe the 
individual chain operators should be allowed the flexibility of meeting 
consumer demands with their own programs, recognizing that a program 
desired by the customers of one merchant in his trade area may be 
considered by customers of another elsewhere not to be worth the cost. 


TRUTH IN MEAT LABELING 

In 1970, Lucky eliminated all historical merchandising names for beef 
cuts that were not truly descriptive of the product. Names like Butter 
Steak, Hotel Steak, Chef Cut Steak, Denver Roast, Market Steak, Minute 
Steak, Yankee Pot Roast, London Broil, and Patio Roast were 
eliminated. Each beef cut is properly identified by the primal beef cut 
(i.e., Round, Chuck, Rib, and Loin) and is labeled in accordance with 
USDA nomenclature to the extent that available control technology and 
local legal restrictions permit. 

In addition, Lucky identifies the approximate fat content of ground 
beef with appropriate labels (e.g., ground beef approximate fat content 
25 percent, lean beef 20 percent, extra lean beef 15 percent). Although 
there is no technology presently available to absolutely guarantee fat 
content, we pioneered the program to inform the consumer of the 
approximate fat content in ground beef. Thousands of dollars were spent 
in advertising this information to meet the consumer's need for more 
accurate meat labeling. 

OPEN DATING 

Lucky's perishable private label items are dated in plain language with 
the last date upon which the product will be offered for sale. In high 
volume stores like ours, with rapid turnover of inventory, the freshness of 
a perishable product is not an issue. Nevertheless, we instituted this 
"open dating" program to demonstrate to the consumer that no such 
problem exists. 

NO SPECIALS-ONE PRICE 

The elimination of special prices accomplishes several things for the 
consumer. First, the overall cost of a typical food order is reduced 
because the margin loss on specials does not have to be overcome by 
additional margins on other items. Second, "out-of-stock" conditions are 
improved as the one price on an item eliminates the unusually heavy 
demand created when an item is sold drastically below normal shelf price. 
Third, the customer pays the correct price because items are sold at the 
price marked on them; cashiers no longer need to remember advertised 
prices and cashier errors are thus minimized. 

The One Price Program meets the consumer need to shop when she 
pleases and still obtain the best overall values. 

NO LIMITS ON PURCHASES 

Each customer of one of our stores may purchase as much as she 
wishes of any item in stock, limited only by the total stock on hand. 
Coupled with our low everyday price program, this "no limit" policy 
assures the customer that every price we advertise and every price we 
charge is a real price, for her benefit as a shopper, and not meant just to 
lure her into the store. 

NUTRITIONAL LABELING 

Lucky directly engages in relatively little processing of products, and 
thus seldom has the control over product composition which is necessary 
to any meaningful program of nutritional labeling. Certainly, we do not 
wish to make any representation to our customers unless we are 
confident that we can conform consistently with what we represent. In 
those areas in which we have our own milk processing plants we have that 
control and that confidence, and for several years now have used 
nutritional labeling on our fluid milk products. 

In conclusion, Lucky firmly believes that the competitive nature of 
the food industry will always require that any successful company be 
ever responsive to the demands of the majority of consumers - whom we 
have always called "customers." 
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LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEETS 


January 28, 

ASSETS * — 1 9 7 3 - - 


Current assets: 

Cash and short-term securities. $ 13,747,000 

Accounts receivable. 20,660,000 

Merchandise inventories. 170,580,000 

Prepaid expenses and supplies. 8,797,000 

Properties held for sale and lease back (including $708,000 at 
January 28,1973 and $1,809,000 at January 30,1972 to be 
held by consolidated real estate subsidiaries for which long-term 

financing commitments had been obtained). 4,033,000 


Total current assets. 217,817,000 


Property, plant and equipment, at cost, less accumulated depreciation 


and amortization (Note 3): 

Lucky Stores, Inc. 114,509,000 

Real estate subsidiaries. 49,146,000 

163,655,000 

Long-term receivables, licenses and other assets. 5,994,000 

Excess of purchase price over net tangible assets acquired. 13,981,000 


$401,447,000 


LIABILITIES AND SHAREHOLDERS' EQUITY 


Current liabilities: 

Current instalments on long-term obligations *. $ 4,120,000 

Accounts payable and accrued expenses. 138,117,000 

Estimated taxes on income. 8,095,000 


Total current liabilities. 150,332,000 


Long-term obligations - instalments due after one year (Note 4): 

Lucky Stores, Inc. 

Real estate subsidiaries. 


Deferred taxes on income 


38,313,000 

49,702,000 


88,015,000 


8,218,000 


Shareholders' equity: 

Preferred and preference shares, authorized -100,000 shares, $50 par 

value; 1,000,000 shares without par value (Note 5). 8,763,000 

Common shares, authorized 100,000,000 shares, $1.25 par value - 

issued and outstanding 31,336,231 and 30,057,642 (Notes 5 and 6) .... 39,170,000 

Capital in excess of par value of capital shares issued (Note 5). 67,349,000 

Earnings retained for use in the business (Note 4). 39,600,000 


Total shareholders'equity. 154,882,000 


Commitments and contingencies (Notes 3 and 8) 


$401,447,000 


January 30, 
1972 


$ 24,798,000 
15,727,000 
147,248,000 
6,946,000 


9,143,000 


203,862,000 


96,817,000 

45,011,000 


141,828,000 


5,106,000 


13,981,000 


$364,777,000 


$ 4,021,000 
123,960,000 
5,986,000 


133,967,000 


42,836,000 

45,354,000 


88,190,000 


6,600,000 


8,061,000 

37,572,000 

48,768,000 

41,619,000 


136,020,000 


$364,777,000 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENTS OF EARNINGS 


Fiscal year ended 



January 28, 
1973 
(52 weeks) 

January 30, 
1972 
(52 weeks) 

Sales and operating revenues. 

Cost of goods sold. 

$1,988,376,000 

1,571,145,000 

$1,793,613,000 

1,416,502,000 


417,231,000 

377,111,000 

Selling, general and administrative expenses. 

Provision for depreciation and amortization. 

Interest expense. 

337,291,000 

16,043,000 

6,463,000 

296,593,000 

13,669,000 

5,671,000 


359,797,000 

315,933,000 


57,434,000 

61,178,000 

Estimated taxes on income: 

Current, net of $2,016,000 and $740,000 of investment tax credits . . . . 
Deferred. 

24,435,000 

2,499,000 

29,145,000 

1,270,000 


26,934,000 

30,415,000 

Net earnings for year. 

30,500,000 

30,763,000 

Earnings retained for use in the business, beginning of year. 

41,619,000 

39,911,000 


72,119,000 

70,674,000 

Dividends paid: 

On common shares: 

In cash - $.50 and $.48% per share. 

In common shares - 3%. 

On preferred and preference shares. 

Pooled companies' dividends prior to date of pooling. 

15,377,000 

16,771,000 

371,000 

12,810,000 

15,526,000 

335,000 

384,000 


32,519,000 

29,055,000 

Earnings retained for use in the business, end of year. 

$ 39,600,000 

$ 41,619,000 

Earnings per share, adjusted for 3% stock dividend in 1972: 



Assuming no dilution (based on weighted average shares of 31,197,315 
and 30,731,911). 

$.97 

u§ 

Assuming full dilution. 

$.95 

$.96 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Fiscal year ended 



January 28, 

1973 
(52 weeks) 

January 30, 
1972 
(52 weeks) 

Financial resources were provided by: 

Net earnings for year. 

Add expenses not requiring expenditure of working capital in the year: 

Depreciation and amortization. 

Deferred taxes on income. 

$30,500,000 

16,043,000 

1,618,000 

$30,763,000 

13,669,000 

1,200,000 

Working capital provided by operations. 

Sales of property, plant and equipment. 

Increase in common shares: 

Upon retirement of convertible subordinated debentures. 

Proceeds from exercise of common stock options. 

Issuance of preference shares in exchange for assets of purchased companies . 
Increase in long-term debt. 

48,161,000 

1,335,000 

1,854,000 

1,491,000 

765,000 

5,799,000 

45,632,000 

2,213,000 

2,736,000 

1,582,000 

26,011,000 

Total resources provided. 

59,405,000 

78,174,000 

Financial resources were used for: 

Additions to property, plant and equipment: 

Lucky Stores, Inc. 

Real estate subsidiaries. 

Cash dividends. 

Reductions in long-term debt: 

Through exchange of convertible subordinated debentures for common shares 

Other . 

Increase in long-term receivables. 

33,670,000 

5,535,000 

15,748,000 

1,854,000 

4,120,000 

888,000 

29,728,000 

13,529,000 

2,736,000 

4,326,000 

856,000 

Total resources used. 

61,815,000 

51,175,000 

Increase (decrease) in working capital. 

($ 2,410,000) 

$26,999,000 

ANALYSIS OF CHANGES IN WORKING CAPITAL 


Increase (decrease) in current assets: 

Cash and short-term securities. 

Accounts receivable. 

Merchandise inventories. 

Prepaid expenses and supplies. 

Properties held for sale and leaseback. 

($11,051,000) 
4,933,000 
23,332,000 
1,851,000 
( 5,110,000) 

$18,128,000 
( 3,171,000) 
21,757,000 
704,000 
( 459,000) 


13,955,000 

36,959,000 

(Increase) decrease in current liabilities: 

Current instalments on long-term obligations. 

Accounts payable and accrued expenses. 

Estimated taxes on income. 

( 99,000) 

( 14,157,000) 

( 2,109,000) 

( 24,000) 

( 8,950,000) 

( 986,000) 


( 16,365,000) 

( 9,960,000) 

Increase (decrease) in working capital. 

($ 2,410,000) 

$26,999,000 


Increase (decrease) in working capital 
























































LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 


NOTE 1 - Summary of accounting policies: 

Consolidation 

The consolidated financial statements include the accounts of the Company and all of its subsidiaries. All material inter-company 
items have been eliminated in consolidation. 

Business combinations 

The assets and results of operations of those businesses which are acquired in exchange for Lucky shares and qualify as poolings 
of interests, are included in the financial statements as if they had always been subsidiaries; therefore prior years financial data is 
restated. 

The net assets of those businesses acquired, which are accounted for as a purchase, are recorded at their fair value at the 
acquisition date and financial reports include their operations only from that date. The excess of purchase price over the net tangible 
assets acquired, which relates to acquisitions made prior to 1971, is not being amortized since in the opinion of management the 
amount represents an asset with continuing value. 

Inventories 

Inventories are valued at the lower of cost or market, with cost being determined on a first-in, first-out or average basis. 

Plant and equipment 

The Company provides tor depreciation of buildings, fixtures and equipment mainly by the straightline method over the estimated 
useful lives of the assets. Leasehold costs and improvements are amortized over the shorter of their estimated useful lives or the 
periods of the leases. 

Maintenance, repairs and renewals of minor items are charged against income. Major renewals and betterments are charged to the 
appropriate property accounts. The accumulated depreciation applicable to properties retired or otherwise disposed of is offset 
against the cost of the property; the difference between the resulting net book value and the amount realized is either charged or 
credited to income. 

Income taxes 

Deferred income taxes arise because certain expenses, principally depreciation, are reported in different periods for income tax 
and financial accounting purposes. 

The Company reflects the investment tax credit as a reduction in federal taxes ("flow through" method) in the year eligible 
equipment purchases are made and put into service. 

Pension plan 

The Company's practice is to contribute the estimated current service costs, and a portion of unfunded prior service cost, to 
the trust fund for the Retirement Plan for Salaried Employees. The Company also pays for various retirement plans covering 
most employees represented by collective bargaining agreements. 

Pre-opening costs 

The Company charges all pre-opening costs for a particular store against income in the year in which that store opens for business. 
Pre-opening costs are principally labor to stock the store, the initial advertising expense, store supplies and other expendables. 

Earnings per share 

Earnings per share assuming no dilution are computed on the basis of the weighted average number of outstanding common shares 
after dividends on preferred and preference shares. Computation of fully diluted earnings per share assumes conversion of the 
convertible preferred and preference shares and the 5% convertible subordinated debentures as of the beginning of the year and 
exercise of the outstanding stock options as of the beginning of the year with the proceeds from exercise being used to purchase 
common shares at the average market price during the year. Earnings used in the computation of fully diluted earnings per share 
reflect elimination of applicable preferred and preference dividend requirements and of applicable interest expense, net of related 
taxes on income. 


NOTE 2 - Business combinations: 

During the fiscal year ended January 28, 1973, the Company exchanged 20,000 preference shares and 6,774 reacquired common 
shares for all the outstanding common stock of Thurmond Chemicals, Inc. and Evans Automotive Supply, Inc. The accounts of 
the purchased companies, which are not significant, are included in the consolidated financial statements from their dates of 
acquisition. 
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NOTE 3 - Property, plant and equipment: 

Lucky Stores, Inc. 

Real Estate Subsidiaries 


January 28, 

January 30, 

January 28, 

January 30, 


1973 

1972 

1973 

1972 

Buildings. 

. . . . $ 9,607,000 

$ 9,209,000 

$36,712,000 

$32,073,000 

Leasehold costs and improvements. 

Fixtures and equipment. 

. . . . 23,002,000 

. . . . 150,646,000 

19,571.000 

125,117,000 

3,613,000 

3,288,000 


183,255,000 

153,897,000 

40,325,000 

35,361,000 

Less: Accumulated depreciation and amortization. 

. . . . 70,804,000 

59,038,000 

6,439,000 

5,039,000 


112,451,000 

94,859,000 

33,886,000 

30,322,000 

Land. 

. . . . 2,058,000 

1,958,000 

15,260,000 

14,689,000 


$114,509,000 

$ 96,817,000 

$49,146,000 

$45,011,000 


At January 28, 1973 all land, buildings, and equipment owned by real estate subsidiaries and approximately $2,800,000 of 
land, buildings, and equipment owned by Lucky Stores, Inc. were pledged to secure certain notes payable. 

Most of the stores and certain other facilities are leased. Rental expense was $27,492,000 and $22,524,000 for the years ended 
January 28, 1973 and January 30, 1972, respectively. Approximate minimum annual rentals under leases in effect at January 28, 
1973 are summarized as follows: 


Fiscal years 


ending in 


1974-1977 

$26,000,000 

1978-1981 

22,000,000 

1982-1985 

18,000,000 

1986-1989 

15,000,000 

1990-1993 

11,000,000 

1994-1997 

8,000,000 

1998-2000 

3,000,000 

2001-2013 

200,000 


Leases in certain operating areas provide for additional rents based on sales in excess of specified amounts. 


NOTE 4 - Long-term obligations - due after one year: 


Lucky Stores, Inc.: 

874% sinking fund debentures, due in 1996 . 

5% convertible subordinated debentures, due in 1993 . 

Unsecured 5.48% notes payable in equal annual instalments to 1976 . 

6% unsecured notes payable, due in 1974 . 

Unsecured note payable to bank with an interest rate %% above the bank's 

prime rate, due in 1974 . 

Other. 

Real estate subsidisries* 

5 1/8% to 9 3/4% mortgage notes, payable $4,600,000 annually to 1982, $5,300,000 in 

1983 and in decreasing amounts thereafter to 2001 (in each case including interest). . . . 


January 28, 
1973 

January 30, 
1972 

$25,000,000 

2,494,000 

1,753,000 

2,500,000 

$25,000,000 

4,348,000 

2,336,000 

3,500,000 

4,084,000 

2,482,000 

4,957,000 

2,695,000 

38,313,000 

42,836,000 

49,702,000 

45,354,000 

$88,015,000 

$88,190,000 


The 8%% sinking fund debentures may be called at prices decreasing from 107.65% of face value in 1973 to 100% after 1990. 
The Company must provide for annual retirement payments in the amount of $1,250,000 beginning April 14,1977. 

The 5% convertible subordinated debentures are convertible into common shares at a rate of 103 shares for each $1,000 in 
principal amount (equivalent to $9.70 per share). Debentures may be called at prices decreasing from 104.25% of face value in 
1973 to 100% after 1989. 

The amounts of principal maturing in the four years subsequent to February 3, 1974 on all long-term debt are as follows: 
fiscal year ending in 1975 - $8,929,000,1976 - $2,414,000,1977 - $2,250,000,1978 - $1,750,000. 

Earnings retained for use in the business at January 28, 1973 are unrestricted as to cash dividends under applicable covenants 
contained in the long-term note agreements and indentures. 

















































NOTE 5 - Shareholders' equity: 

There are nine series of preferred and preference shares outstanding. At January 28, 1973 and January 30, 1972 there were 
5,085 and 5,183 shares of $50 par value outstanding, respectively; and 170,180 and 156,041 shares without par value outstanding, 
respectively. Each of the preferred and preference shares is entitled to one vote per share in respect to all matters subject to the 
vote of the shareholders and is redeemable at $50 per share after various stipulated dates. Substantially all preferred and preference 
shares are convertible into common shares at various dates on or before January 1,1983; if all conversion privileges are exercised, 
591,640 additional common shares would be issued. 

Changes in common shares and capital in excess of par value of capital shares issued were: 


January 28,1973 


January 30,1972 


Common shares 

Shares Amount 

Capital in 
excess of par 
value of capital 
shares issued 

Common shares 

Shares Amount 

Capital in 
excess of par 
value of capital 
shares issued 


Balance, beginning of year 
Conversion of 5% converti¬ 

30,057,642 

$37,572,000 

$48,768,000 

15,974,266 

$19,968,000 

$46,517,000 

ble subordinated deben¬ 
tures, preferred and prefer¬ 
ence shares . 

212,840 

266,000 

1,651,000 

170,418 

213,000 

2,534,000 

Approximate market value of 







common shares issued as 
a 3% stock dividend . . . 

909,023 

1,136,000 

15,635,000 

386,706 

483,000 

15,043,000 

Amount received on exer¬ 
cise of stock options. . . 
Amount representing par val¬ 

156,726 

196,000 

1,295,000 

135,920 

170,000 

1,412,000 

ue of common shares is¬ 
sued as a 100% stock dis¬ 
tribution on September 
28,1971 . 




13,390,332 

16,738,000 

(16,738,000) 

Balance, end of year.... 

31,336,231 

$39,170,000 

$67,349,000 

30,057,642 

$37,572,000 

$48,768,000 


At January 28, 1973, there were 1,608,978 authorized but unissued common shares reserved for issuance upon conversion of 
preferred and preference shares and 5% convertible subordinated debentures and exercise of outstanding stock options. 


NOTE 6 - Stock option plans: 

Under the qualified stock option plans, options to 
purchase common shares may be granted to key em¬ 
ployees at not less than the fair market value at the time 
of grant. No option may be exercised within two years 
from the date of the grant (except to a limited extent in 
the event of the death of the optionee) or after the expi¬ 
ration of five years. 

The following summarizes the activity during the year 
under the stock option plans: 


Common shares 



Options 

Options 

authorized, 


outstanding 

not granted 

Balance, January 30,1972. . . 

793,741 

1,080,580 

Adjustment for 3% stock divi¬ 
dend . 

20,561 

31,274 

Options granted at $17.00 to 
$19.90 per share . . . . 

130,150 

(130,150) 

Options exercised (represent¬ 
ing options granted during 
years 1967 through 1970) 
at prices ranging from 
$7.28 to $16.26 per share 

(156,726) 


Options terminated, of which 
13,082 may not be re¬ 
granted . 

(27,596) 

14,514 

Balance, January 28,1973. . . 

760,130 

996,218 


The outstanding stock options at January 28, 1973 
represent grants from 1968 through 1972 at prices rang¬ 
ing from $8.57 to $22.15 per share. 


NOTE 7 - Pension plans: 

The provisions for the Company's noncontributory 
pension plans for the years ended January 28, 1973 
and January 30, 1972 amounted to $1,033,000 and 
$868,000, respectively. 


NOTE 8 - Litigation: 

Legal proceedings have been brought against the 
Company for substantial damages under the antitrust 
laws and for certain other matters. Counsel has ad¬ 
vised the Company that it has substantial defenses 
against these actions. Management is of the opinion 
that it is unlikely that these actions will have a material 
effect upon the financial condition of the Company. 
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ORDWAY BUILDING. SUITE 1425,2150 VALDEZ STREET,OAKLAND 

CALIFORNIA 94612 • 416-832-0882 


March 13, 1973 


To the Board of Directors and 

Shareholders of Lucky Stores, Inc. 


In our opinion, the accompanying consolidated balance 


sheets, the related consolidated statements of earnings and the 
consolidated statements of changes in financial position present 
fairly the financial position of Lucky Stores, Inc. and its sub¬ 
sidiaries at January 28, 1973 and January 30, 1972, the results 
of their operations and changes in financial position for the 
fiscal years then ended, in conformity with generally accepted 
accounting principles consistently applied. Our examinations of 
these statements were made in accordance with generally accepted 
auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 
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F. A. Ferroggiaro 



William H. Dyer, Jr. 



Mary S. Day 



Reed L. Buffington 



^Your Company's Directors 


Gerald A. Awes 
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